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FFTEEN MODRBATE GROUP 


SECURITY FOR THE INVESTOR 


Provides 


A VARIETY of MEDIA for BALANCED INVESTMENT 
SCHEMES to meet almost every need. 


STABILITY OF MANAGEMENT and UNIMPEACHABLE 
TRUSTEES at LOW COST. 


PROTECTION AGAINST the effects of E. P. T. on any industry 
by the combination of representative securities from every market. 


LIQUIDITY OF CAPITAL. Sub-units of these Trusts have been 
realizable on every day the Stock Exchange has been open. 


A SATISFACTORY YIELD in accordance with prevailing Stock 
Exchange conditions. 
® 
For particulars apply for BOOKLET F.30 to 


FIFTEEN MOORGATE UNIT TRUSTS LTD. 


15 MOORGATE - LONDON - E.C.2 
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NINE YEARS OF SUCCESSFUL MANAGEMENT 


THE NEW BRITISH FIXED TRUST 
THE LIMITED INVESTMENT FUND 
THE MIDLAND & SOUTHERN INVESTMENT FUND 
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FIRST, SECOND, THIRD AND FOURTH BRITISH FIXED TRUSTS 


All open M&G trusts are operated on the 
“cash” principle, which has important 


| advantages for unit holders, 
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DIRECTORY OF UNIT 


Unit Trusts 


THE war has hit all investment business hard and the unit 
trust movement, with its special insistence upon the merits 
of a diversified holding of equities for the small investor, 
has naturally suffered also from two key factors: the war 
savings campaign and the inferred wish of the authorities 
to encourage investment in gilt-edged rather than equity 
securities. The test of the movement’s success in the past 
year, therefore, is whether its defences have proved sound 
against recurrent crises and war itself. On the whole, the 
verdict which can be reached in the following pages is not 
unfavourable. The British General episode, which came 
to light at the end of June last year, did not cause any 
general weakening of public confidence. There was no 
violent pressure to resell units at that time, nor, indeed, 
on the outbreak of war itself. One of the features of an 
extremely difficult year for the movement is that, while 
sales have shrunk to an extremely low level, the volume 
of repurchases has been even smaller. 

War has so far brought no official discouragement to 
unit trust sales. The authorities appear to take the view 
(in contrast to their attitude on municipal conversions) that 
since the sale of units does not involve the creation of new 
securities, the purchase of underlying securities by the 
managers will put cash in the hands of the seller for rein- 
vestment in war loans. Yet it may be doubted if the autho- 
tities would welcome any extensive publicity for the unit 
trust movement. A limited number of trusts have, of 
course, been affected by the two requisitions of dollar 
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in Wartime 
securities. A year ago the Prevention of Fraud 
(Investments) Bill concluded its remarkable career 
and was entered on the Statute Book. The out- 
break of war has prevented the implementing of 
many of its provisions, including those relating to 


the licensing of unit trusts. Officially, the latest date 
for the receipt of applications by the Board of Trade has 
been twice postponed—from September 15th last year 
to March 15th last, and again until September 16th next. 
Nor is any progress recorded on the question of the form 
of unit trust accounts, on which a discussion appeared in 
the Unit Trust Survey of May 13, 1939. Official control 
is therefore a dead letter for the time being. 

In the following pages of this, the Sixth Annual Survey 
of the Unit Trust Movement published by The Economist, 
these and other matters are discussed in detail. The move- 
ment as a whole can still claim that, on balance, it has 
provided a net addition to Stock Exchange business during 
the year. ‘That confirms the view, based on earlier experi- 
ence, that the investor tends to hold his units, having once 
bought them. But business has now fallen to such a low 
level that the economics of unit trust management require 
careful examination if the interests of holders, whose units 
may have anything up to 25 years still to run, are to be 
fully protected. The movement’s responsibilities, admit- 
tedly great when it was developing rapidly, are no less 
important to-day, when unit trust management has become 
a depressed industry. 


Sales and Repurchases 


In the twelve months to March 31, 1939, the sales of the 
unit trust movement at least provided bread and butter 
business for some of the managements. The latest year’s 
sales and repurchase figures, however, are of a totally 
different order. They show that total sales of unit trusts 
for the year to March, 1940, amounted to no more than 


| £2,125,000—between one-quarter and one-third of the 


previous year’s revised total sales figure of £7,625,000. 
The one consoling feature about the past year’s business 
is an appreciable reduction in the value of repurchases 
from £1,600,000 to £1,175,000. The latter figure repre- 
sented no more than 1.46 per cent. of the net value of 
sales outstanding at the beginning of the year, whereas the 
equivalent proportion for the preceding year was 2.15 per 
cent. But these repurchase figures, however, are subject 
(0 one qualification as an index of the volume of units 
offered to the managers. Since they are expressed in value 
terms, account must be taken of variations in prices in 
‘stimating changes in the volume of re-sales. It seems 


doubtful, however, if the total volume of re-sales to the 
managers exceeded that of the preceding year. 

In compiling the table below, which shows the trend 
of unit trust business over the past three years, the object 
has been to compute the total and net cash sums entrusted 
to the movement by the public. The latter figure, to 
March 31, 1940, is £81,195,000, compared with a slightly 
revised total of £80,345,000 to March 31, 1939. This sum, 
it should be emphasised, is not the current value of unit 
trust securities now in issue, which would actually repre- 
sent an appreciably lower figure. The difference is com- 
posed of current paper losses on unit trust holdings, net 
losses resulting from re-sales of units to the managers, and 
certain losses arising on the termination of six trusts during 
the past year. It has only been possible to give an approxi- 
mate estimate of the liquidation value of these trusts of 
£100,000, which is subject to some margin of error. The 
remaining figures have been compiled from returns 
supplied in confidence to The Economist by all the 
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Survey 
management groups, with one exception. The table follows 
below : — 


Unit Trusts’ SALES AND REPURCHASES 


Fotal to Total to Total to 


| Year to Year to Year to ; 
Mar. 31, | Mar. 31, Mar. 31, Mar. 31, Mar. 31 Mar. 31 

| “y938 | ..1938 1939 1939 1940 1940 

| 79 trusts) 96 trusts (96trusts* 


£ £ £ £ £ oe 
Cash sales 12,930,000 88,000,000/7,625,000'95,625,000 2, 125,000/97,750,000 
Cash repurchases| 2,620,000 10,550,000) 1,600,000) 12,150,000) 1,175,000) 13,325,000 
Net cash sales /10, 310,000/77,450,000)6,025,000/83,475,000) 950,000| 84,425,000 


Cash value of 
conversions .. 
Cash value of 
terminated 
trusts .....++.. 
Net cash invstd 
in unit trusts 


3,130,000} 3,130,000 3,1 30,000) 3,130,000 
| 


$100,000} $100,000 


7,180,000]74, 320,000]/6,025,000]80, 345,000} 850,000}81, 195,000 


* Of which 6 trusts terminated during year. + Approximate estimate only. 


It is plain from such figures as these that unit trust 
management, in general, must have been a decidedly un- 
remunerative business last year. It is not surprising that, 
for the first year in a decade, not a single new unit trust 
was formed in 1939-40. For the majority of the trusts, 
moreover, it is probable that changes in the total 
size of their funds, after allowing for repurchases, have 
been extremely small. It follows, therefore, that where 
managers are in part remunerated by a percentage charge, 
either annually or semi-annually, they should have been 
more successful in covering the inevitable losses on their 
current business. The sales figures given above, however, 
do not permit any quantitative estimate of this factor to 
be made. And even these charges are based, in most cases, 
on the current value of the trust funds, which has been 
affected by falling security prices. 

Hitherto, the economics of unit trust management have 
been discussed in terms of the income arising to the 
managers when a fund is growing. The Economist was 
among the first to point to various methods, such as using 
Official List prices, rounding-up price adjustments and 
other “ sweepings ” by which managers could supplement 
their income. Such fields become virtually closed as soon as 
the movement ceases to sell any appreciable volume of 
new units, and managers are then forced to rely largely 
on dealing in, or closing down, existing units. 

At this point, it is probably convenient to set down the 
obligations of unit trust managers with regard to dealing. 
They hold themselves out, in the case of an open trust, 
to sell units on the basis of the cost of acquiring the under- 
lying securities, plus Stock Exchange and other charges, 
the service charge, and a fractional amount to round-oft 
the price, usually to the next 3d. multiple. At the other end 
of the scale they undertake to repurchase units from 
holders on the basis of the realisable value of the under- 
lying securities, after deducting charges and an amount 
to round-off the price to the next lower 3d. multiple. 
Between the offered price on an open basis—the first case 
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—and a bid price on a closed basis, there may be a gap 
of as much as 2s. 6d. or 3s. for a unit priced at about /}. 

So long as a trust is open, the offered price, which is 
based on the replacement value of the underlying securi- 
ties, usually forms the basis for the bid price at which 
managers are prepared to repurchase the units—usually 
at a turn of, say, one shilling below the offered price, 
If, at a later stage, the trust is closed, the price will 
be adjusted to a bid price corresponding to the realis- 
able value of the underlying securities. Hence, if on the 
closure of a trust, the managers decide to maintain a two- 
way market in closed units, they would quote, in addition 
to the bid price, at a dealing turn of, say, one shilling 
per unit. Taking as a typical example a £1 unit at the open 
price, the corresponding bid price on a closed basis would 
be, say, 17s. If a two-way market in closed units were 
maintained, the closed offered price might be, say, 18s, 
The relation of these prices demonstrates what is still 
rarely appreciated among unit trust investors—that it is 
sometimes possible to buy units in a closed trust from the 
managers at less than the cost of acquiring the underlying 
securities, and without any initial service charge. Dur- 
ing the past year the number of closed trusts has 
grown from 36 to 49, and the number of units which are 
now consequently priced on a bid basis has thus in- 
creased. With the fall in security prices, however, many 
typical units in which business started around 20s. have 
fallen, for example, to 14s. or less. In such circumstances 
the maintenance of a dealing turn of one shilling in the case 
of an open trust would bring the bid price closer to the 
liquidation value, and in actual fact some managers have 
widened their price margins in order to bring about a 
closer identity between the bid price and the liquidation 
valuc of the units. Such managers are obviously left with 
a satisfactory dealing margin. 

Moreover, within the range between the open offered 
price and the closed bid price the managers have almost 
complete discretion. Most groups would normally buy 
back units in any open trust in moderate amounts at 
the quoted bid price. For larger blocks of units offered 
back to them, they would normally scale the price down 
by stages so that a selling order of, say, 5,000 units might 
be carried out at five different prices wiih a margin of 
3d. per unit between each. The managers, of course, can 
only afford to maintain a limited book in their units, and 
if they find that repurchases are increasing in volume they 
will attempt to offset such offers by reducing the bid 
price, and to encourage new purchases by reducing the 
offered price of the units below the replacement figure. 

For closed trusts, a further source of small profits t 
the managers may arise on liquidation, from the price 
adjustment and from realising the underlying securities 
at slightly more advantageous prices than are employed in 
pricing the units. But by far the greatest incentive in 
“unwinding ”’ a closed trust lies in the release of the pro- 
portion of escrow funds which had previously been set 
aside for the full life of the trust. 


The ‘ British General’? Episode 


in June last year it became known that the British General 
Fixed Trust, Limited, was in financial difficulties. This 
company, which had a paid-up capital of £10,000 in pre- 
ference shares, £75 in ordinary, and {25 in “ A” ordinary 
shares, was responsible for managing the British General 
“A,” “B” and “C” trusts, and also First Recovery. Of 
these trusts, the General Accident, Fire and Life Assurance 
acted as trustee for the British General trio, and Martins 
Bank for the First Recovery. As a result of negotiation, in 
which members of the Unit Trusts Association were closely 
concerned, the management of these four trusts was taken 
over by National Fixed Investment Trust, Limited. Three 
trusts under the management of Improving Securities 
Trust, Limited (an associated company of the British 
General), were taken over by the Allied group—namely, 
Capital Securities, British and American Securities and 
Commodity Share Trust. Specialised Unit Trusts, Limi- 


ted, which also had connections with the British General 
company, continues to manage the Trust of Rubber and 
Tin shares, while the other trust formerly under its com 
trol, the Gold Share Trust, has been terminated. 

The case at least demonstrated that the safeguards 
provided by the vesting of underlying securities with 4 
trustee were completely vindicated. Defalcations occurred, 
but they involved the management company’s funds, and 
not the assets of the unit holders. The investor was accord- 
ingly protected against loss, except of an incidental chat- 
acter arising from the lowering of prices and, possibly, the 
subsequent termination of certain of the trusts concerned. 

But that fact cannot be allowed to obscure certain other 
issues which were raised at the time in The Economist, and 
which did not receive any public answer. It is an opét 
secret that, in arranging the transfer of the trusts to te 
care of the National and Allied groups, members of the 
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UNIVERSAL 


SECOND UNIT TRUST 


Certificates 


provide an investment which combines wide spread with good income yield. 


The investments of the Trust are spread over a wide range of securities of 


LEADING INDUSTRIAL CONCERNS 


and Trustee securities. The portfolio may, subject to the limitations set out in the Trust Deed, 
be varied by selection of securities from a list of some 320 permitted companies and from 
Trustee investments and such other investments as may, subject to the Trust Deed, be added 
by the Managers. 


LONG TRUST PERIOD: The Trust period will expire in July 1954 but sub-unit holders 
will have the option, subject to the agreement of the holders of a certain minimum percentage 
of sub-units as defined in the Trust Deed, to renew the Trust for a further 16 years. Thus 
the effective period may be 32 years in all. 


The gross annual yield based on the actual dividends paid during the past year on the securities 
constituting the present portfolio and at a price of 16s. 3d. per sub-unit (the price on 30/4/40) 
would be approximately 


£5 : 9s. : 2d. PER CENT. 


This yield is not fixed and is stated only as an indication of the return obtainable during the 
past year on the investments which form the present portfolio of the Unit. 


The offered price of these sub-units on 30th April 1939 was 16s. 3d. and the offered price 
on 3oth April 1940 is 16s. 3d. 


TRUSTEE: NATIONAL PROVINCIAL BANK LIMITED 


Copies of the Booklet, on which all transactions are based, may be obtained from any Bank, 
any Stockbroker, or by writing direct to the Managers : 


COMMERCIAL FIXED TRUST LIMITED 


Member of the Unit Trusts Association, 


125, Pall Mall, London, S.W.1 


Telephones : Whitehall 4657 (4 lines). Telegrams : Comfix, Piccy, London. 
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Unit Trusts Association actually undertook a liability, 
which is being met collectively. For this action, which is 
undoubtedly in the larger interests of the movement, they 
deserve the thanks of unit holders in the trusts concerned. 
But although the episode did not imperil the main 
security of unit holders in these trusts, it did suggest the 
possibility of certain weaknesses in their previous man- 
agement. The announcement on behalf of the managers 
referred to “ insufficient financial resources” as a reason 
for transferring the operation of the trusts into stronger 
hands. But throughout the period of rumour, statement 
and negotiation early last July, no information was furn- 
ished regarding the adequacy, or otherwise, of the escrow 
funds which the managers had built up and deposited 
with the trustee for the future management of the trans- 
ferred trusts. Such escrow funds, as The Economist then 
pointed out, were specifically intended to cover just those 
contingencies which had arisen in the British General 
case. Our Unit Trust Surveys of the preceding three years 
had recorded the statement, offered by the managers, that 
provision had been made for the future management of 
British General “ A” and “C” and First Recovery and 
had been deposited with the trustees. Actually, the trust 
deed relating to the latter trust provided that a declara- 
tion should be made by the trustees (Martins Bank) on each 
distribution warrant that escrow funds still in hand were 
sufficient to cover full management and trustee services 
for the life of the trust. The position for the British 
General trusts was less explicit, to judge by the trust deed 
of British General “ A.” But the importance of creating 
an adequate escrow provision, even if it was not fully 
appreciated in June, 1934, when this trust was formed, 
had certainly been well ventilated in subsequent years. 
The conclusion which is suggested by the terms on which 
the British General trusts were taken over by new man- 
agements points to the possibility of some defect in the 
escrow arrangements, at least for certain of the trusts. 
Trustees normally hold escrow funds, in which they them- 
selves have a future interest for services over the life of the 
trusts for which they act. But they also have some implicit 





responsibility towards unit holders for ensuring that the 
deposited funds are adequate for the routine management 
of the trust, on a closed basis, in the event of any defec- 
tion on the part of the managers. It cannot be expected 
that the Unit Trusts Association should step into the 
breach and co-operate in the management of weak groups 
on every occasion. And the present economic position o| 
some sectors of the unit trust movement does not suggest 
great strength on the part of certain managements. It is 
of the highest importance, therefore, that adequate escrow 
funds should be vested in the hands of trustees, and there 
would seem to be some justification for publication of the 
amounts, in relation to future needs, by individual man- 
agements. In the course of nearly ten years, the unit trust 
movement and trustees should have obtained a fairly accu- 
rate idea of the size of an adequate escrow fund, and their 
problem has been rendered easier, and not more difficult, 
by the multiplication of annual and semi-annual charge 
trusts since escrow funds became a matter of public atten- 
tion. The implications of the British General episode thus 
have considerable relevance to the present position of the 
unit trust movement, now that new business has fallen to 
exiguous dimensions. At present, a number of manage- 
ment groups must be prepared to exercise patience for 
eventual victory and recovery if they are to secure a 
reasonable return upon their investment in unit trust busi- 
ness. But if they should fail in their responsibilities to- 
wards the unit holder in the interim, that chance may 
never come. 


Unit Trust Directory 


The following three pages consist of a condensed version 
of the Unit Trusts Directory which has been a regular 
feature of The Economist's Unit Trust Surveys. For fuller 
particulars, reference should be made to last year’s Survey, 
published on May 13, 1939, which included details of the 
provisions for earlier termination of certain trusts. ‘Trusts 
which have been terminated are described in a_ separate 
section on page 9. 








| BLLIED INVESTORS GROUP 
OF UNIT TRUSTS 


Chairman : HARTLEY WITHERS 


BRITISH INDUSTRIES FIXED TRUSTS 
| Four Portfolios, each comprising shares in 25 
selected British Industrial concerns. Dividend di 
tributions so timed that holders who spread thei 
investment over the four Portfolios receive a cheque 
roughly every six weeks. Yield on the basis of 
last two distributions about 53% 

Trustees : Midland Bank Executor & Trustee Company, Limited 


METALS AND MINERALS TRUST 

This Trust is of equal interest in peace or war, since 
the concerns whose shares it holds produce com- 
modities essential under all conditions. Thus, it 
affords a valuable protection against inflation. The 
rust Deed entitles the managers to place a part 
of the income of the Trust to reserve. Whilst they 
have availed themselves of this authority until now, 
they have decided to distribute the whole of the 
income during the war. Yield based on the full 
distribution of income for the past two periods, 
about 6%. 

Trustees: Midland Bank Executor & Trustee Company, Limited 


165, MOORGATE, LONDON, E.C.2 








MANAGERS 


Units or sub-unit may be bought through any stockbroker or bank 
a on request. 
















CUMULATIVE INVESTMENT TRUST 
Consisting entirely of Ordinary shares in 51 first 
class companies. The Trust Deed provides for thi 
reinvestment of part of the dividends received with 
a view to augmenting, year by year, the investors’ 
capital and income. Estimated yield on last two 
distributions : 44% in respect of the amount actually 
distributed. In addition, amounts representing 1°, 
per annum have been placed to reserve. 

Trustee : Midland Bank Executor & Trustee Company, Limited 


ELECTRICAL INDUSTRIES TRUST 













Trust fund consists of the shares of 41 of the best 
electrical supply and equipment companies. ‘These 
units thus afford a means of acquiring an interest 





in this progressive and expanding industry without 
being exposed to the risk of local conditions ad- 
versely affecting results, which it is impossible to 
escape when investing in the shares of an individual 
enterprise. Approximate yield based on last two 
distributions 44%. 

Trustees : General Accident Fire & Life Assurance Corp., Ltd. 















’Phone : NATional 4931 










Explanatory booklets may be obtained 
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secs | 

Flex.; 


shrs., 


78 inv. trust 
Trustee secs 


; 54 bank, ins. and | 
trust shrs; Tstee. | 


Flex 
my 


ser 


Flex 
Ins ’ 
secs 

(For details of opera 
tion, Economist 
Unit Trust Survey, 
May 28, 1938, p. 18) 


; 9% banks, 
6% Brit 


85%, 
Gov 


see 


8 


Flex. ; 99 Ind 
modity shrs 


and com 


Flex.; 129 ind 
Trustee secs. 

Flex 105 industrial 
pref. and debs. 

Flex.; 134 industrials 


COB. 3 


Fixed; 27 industrials 





Fixed ; 20 industrials 

| 

Fixed; 20 indus. pref. | 

Fixed; 22 industrials 

| 
Fixed ; 20 industrials 
} 

Fixed ; 19 Brit. and Col. | 
Gov., Public boards. | 
etc | 

Fixed; 30 Gov. stks., 
ind. and ord 

Fixed: 73 Gov. stks., 
ind., et 

Fixed; 20 industrials | 

Fixed; 100 industrials 

Flex.; bks., ins., inds 
Init. portfolio 40 ; 300 
alternative invests. 

Flex.; Govt. stks., in- 
dustrials, etc. Init. 
portfolios as Univer- 
sal Fixed. Supp. 
List 261 cos. 

Fixed; 18 gold shares, 
12 in alternative 
panel, 

Fixed; 


29 industrials 


Fixed ; 29 industrials. 
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Life o 
(yF8-) \closed 
20 = |Closed 
20 Closed 
20‘ |Closed 
20 ‘(Closed 
21 Open 
| 
21 | Open 
91 | Open | 
| 
21. | Open |} 
} 
91 | Open 
| 
| 
20 Open | 
21 | Open | 
| 
21 | Open 
| 
1 Open | 
| 
| 
25 Open 
Deb. 15) Open 
Def. 21 
10 | Open 
| 
|| 
10 |Closed | 
| 
10 Open 
20 Open 
ee 
’ | 
20(a) |Closed 
20(a) | Closed 
| 
20(a) i( losed 
| | 
20 | Open | 
| 
20(a) |Closed | 
| | 
| | 
15 ( losed | 
| 
4 
20(a) \¢ losed | 
' | 
20 ( losed | 
| | 
2% Open | 
15 Open 
15 |\Closed 
153(d) | Open 
| 
| 
10 | Open 
20 Closed 
20 \Closed 











Minimum | 
Purchase of 
Sub-units Service Charge Escrow Provision 
+4:,1| Subse- 
Initial 
quent 
10 | After ) 
20 in None; closed trusts; | | 
5’s bid price based on | | 
10 5 realisable value of ‘ 
-yrly. release fror 
underlying —_secu- } yrly release from 
i » escrow to trustee 
1U 5 rities, less ex- | [{ nth detmoceen 
penses. and managers. 
10 5 || 
ee | | 
10 5 5%, plus § of 1% p.a. | J 
| 
10 5 | 24% and $% p.a. for th of prel. ch’ge for 
managers & trustees. trustee & managers. 
10 5 do. do. 
| | 
| - | 
10 |} 5 | do, ) do. 
, ; , 
10 5 | 24% semi-ann. charge do, 
i'y% for managers and | 
trustees. | 
| 
| | 
10 1 5° plus .\,% 4-yrly. | Provision made and 
| | securities deposited. 
| 
lv 1 do. | do. 
| 
| 
| 
20 1 do do, 
(5 if | 
bearer}) 
20 | 1 | 4° plu y” h-yrly do 
j 
20 . 3 do do 
| 
} 
10 | 1 | 6d. pernewdeb. Def Agreed with trustees 
| ' 5% on price. 3% of 
| Fund }-yrly 
| 
| | 
ase a ; Zz 
50 | #10 5% of price; 4d. per Provision made 
unit p.a | 
} | | 
50 | 10 | do. Provision made 
50 | 10 | do do 
| | 
50 | 10 6% of price; 4d. per do 
unit from capital p.a. 
| | 
10 1 §% | Provision made wit! 
| Trustees 
| - 
20 10 9% do 
20 10 §% do 
20 10 5% do. 
20 10 5% do 
20 10 >, 0 do 
| 
| 
20 | #10 5° do 
| 
20 | 10 | 5% di 
20 10 , do 
| 
20 | 10 5% do 
50 | 10 64% do 
| 
| 
20 | 10 4%; and §% semi- do 
annual charge on av. 
value of fund of which | 
+ accumulated in Trust 
Renewal Fund. 
0) 10 | 44%; 4% semi-annual o 
charge on fund, of 
| which } to trustees. 
r) 5 74% do 
en 74% do 
| 


Unit Trust 


7 


Survey 


Directory of Unit Trusts established at May 4, 1940 














eo nh Other Particulars 
| _ | 
| 15 Jun, 
| 15 Dec.| 
} 
15 Mar..,| 
15Sept. 
15Feb., 
15 Aug. 
| 15 May, 
15 Nov.| 
1 Apr., | Any investment not to 
1 Oct. exceed 5% of Trust 
Fund, ex. Govt. secs 
Cash Fund. 
15 Jan.,| do. 
15 July.| 
1 May, | do 
1 Nov. 
1 Mar., do. 
1 Sept. | 
15June,| Cash Fund. 
15 Dec. 
| 31 Jan.,) Limits: 10% in any 
31 July.| one company; 5% of 
| any company’s shar 
| |} cap. 
30 Apr.,| Limits: 74% in any 
30 Oct.| co.; 5% of issued 
| capital of any co. 
| At least 35% of fund 
| in Ins. Cos. 
15Mar.,| Limits: 7$% any 
15Sept.| co.; 5% of issued 
capital of any co. 
31 May,| Limits: 734% any 
30 Nov.) co.; 74% of cap. or 
| debs. of any co. 
|15Feb., Limits : 7%#% in any 
15Aug.| co.; 74% of any class 
{ of issued cap. Min- 
ima: 15% each in 
| ins. and bank shs.; 
| | 25% in inv. trust shs. 
Deb.: | Limits: 73% in one 
5 Apr.,| co.; 7$% issued cap. 
5 Oct.| or debs. of one co. 
Def. : At least 10% initial 
20 Apr fund in gilt-edged, 
20 Oct.| and at no time less 
than 5%. (a) Unit 
holders free from 
personal liability (un- 
called and reserve). 
15 May,| Limits: 73% in any 
15 Nov one co.; 5% in any 
| class of security, ex. 
| Brit. Govt. 
1 Feb.,| Limits: 5% in any 
1 Aug sec 74% in any co 
1 Apr., do 
1 Oct., | 
15 June, do. 
15 Dee 
15 May,| (2) From creation of 
15 Nov.} units. In other cases, 
|} from date of trust 
| deed. 
115 Feb., 
| 15 Aug.| 
/15 Mar., 
|15Sept.| 
11 Jan., | 
1 July 
15 June, 
| 15 De« 
15 Jan., 
j15 July 
| 
15 Apr.,| 
15 Oct 
1 Apr., 
1 Oct. | 
}1. June,| Power to omit any 
| 1 Dec. security in constitu- 
| tion of new units. 
| | May, do. 
1 Nov. 
1 Mar.,| Limits: 5% in any 
l Sept.,| share; 5% of total 
| issue of share; 10% 
| in branch of industry 
15 Ap . ,| Universal F.T. holders 
15 Oct.| offered exchange into 
| Universal 2nd up to 
| Dec. 17, 1938. (6) Ter- 
} minates July 24, 1954. 
1 Mar., | Agent’s commission in- 
1 Sept. cluded in offered 
| price; but payable on 
| | sale of sub-units. 
|3 1 Mar.,| Price includes 2s. 
31Sept.| capital redemption 
| prem. 
1/30 June, 
31 Dec. 
(Continued) 


































GROUP 
and Trusts 
managed 


cont.) 
3rd Protected 





Brit. Gen. “* A” 













3rit. Gen. **C”’ 


First Recovery 



















15 MOORGATE 
investors Gen. 





Inv. 2nd Gen. 


Inv. Gas & Elec. 


Inv. Gold ...... 
Prov. Investors 
Security First 


Hundred Secs. 







Investors Flex. 







Savs. Unit Tst. 





Invstrs’ Income 
and Reserve 








ALLIED 




















Brit. Ind. Ist 


Brit. Ind. 2nd 


Brit. Ind. 3rd 





Brit. Ind. 4th 


Electrical Ind 


Metals & Mins 






American Ind 
























Cumulative 


Capital Secs. . 


KEYSTONE 
Gold Prods. 1 


Gold Prods. 2 


Gold Prods. 3 


Rand 

Group Units : 
Brewery .. 
Textile 
Iron & Steel 
Oil 

Rails 


Home 


Stores, etc 


Keystone Certs 


Keystone 2nd 


Keystone Flex 


NATIONAL.— | 


INVESTORS | 








Per 





























Formed Trustee Type and Portfolio ( oat 
l ane | = —— 
| 
June, ’36 |Mid. Bk. Ex.| Fixed; 50 industrials, | 15 
& Trustee etc. 
| 
June, ’34| Gen. Acc. | Fixed; 23 industrials | 20 
and alternative panel 
of 10. 

Oct., °85] Gen. Acc. Fixed; 27 industrials | 20 
and alternative pane! 
of 10. 

| Feb., °36 | Martins Bk. | Flex.; in securities of 10 
64 companies | 

| | 

| | | 

Feb., '34 R. Exchange | Fixed; 24 industrials 20 
| Assce. | 

| Aug., ’35 | do. Fixed with flexible pro- 15 
visions; 27 indus. 

May, '34 | do. Fixed with flexible pro- | 20 
visions; 15 gas and | 
electricity shares. | 

| Mar., °35 do. Fixed with flexible pro- 10 
i vision ; 15 gold shrs. 
| Sep., °35 | Martins Bk. | Fixed with flexible pro- 20 
} visions; 30 indus. 
| July, °35| Lloyds Bk. | Fixed with flexible pro- 20 
visions ; 23 indus. 
| Oct., °35 } do. Fixed with flexible pro- 15 
visions; 103 Govt. 
secs. and industrials. 
Aug., ’36 | Mid. Bk. Ex.| Flex.; over 260 banks, 15 
& Trustee mines and industrials 
in permitted list. 
|\June, ’°38| Lloyds Bk. | Fixed; 28 industrials, 15 
ie! oil, etc. 

Nov., '38 | Mid. Bk. Ex. | Fixed; 175 bank, utili 21 

& Trustee | ties, industrials, etc. | 
| | 

Mar., ’34 | Mid. Bk. Ex.| Fixed, with flexible pro-| 20 

| & Trustee visions; 25 indus. | 
and alternative pane! | 
| of 10. 
| | 
| Nov., °34 do Do.; 25 industrials and | 20 
| alternative panel of 
10. 
Nov., ’35 do Do.; 25 industrials and | 20 
} alternative panel of 
| 10. 
Nov., '35 | do Do.; 25 industrials and | 20 
alternative panel of | 
| 10. 
Mar., 36 | Gen. Accid’t.| Flex.; 41 electric cos., 20 
| | } etc. 
| | | 
| Dec., °36 | Mid. Bk. Ex.| Flex.; gold, diamonds, | 20 
| & Trustee other mines, etc. ; 40 
| | cos. in initial port 
| folio, 47 as alterna- | 
| | tive. 
| July, °38| Lloyds Bk. | Flex.; 50 U.S. indus 21 
| trials (and Brit. Gov. | 
| secs.). 

Nov., ’38 | Mid. Bk. Ex. Flex. ; 51 industrials, oi!,) 203 
| & Trustee | mines, etc. app. 
| 

| Apr. °36 | Martins Bk. | Flex.; Secs. of 160 cos. | 5 
and Trustee secs. 
| ' 
Apr., "33 | Mid. Bk. Ex.| Fixed; 15 gold shares | 10 
& Trustee | 
| | 
| | 

May, ’34 | do | Fixed; 10 gold shares lu 

Jan., °35 | do | Fixed; 20 gold shares. 10 
| | 

Feb., °34 | do | Fixed; 20 gold shares, | 10 

20 per cent. in de- | 
| | velopment stage. 
i 
| Mar., °34 | do Fixed; 14 brewery shrs.| 10 
| | 

Mar., °34 do | Fixed; 13 textile shrs. 10 
| 

Mar., ’34 do Fixed ; 16 heavy indus 10 

| | | 

| Mar., °34 do Fixed ; 13 oil shares 10 

| Mar., ’34 do Fixed; 18 rail stocks 10 

| Mar., 34 | d | Fixed; 17 industrials 10 

| Sep 35 | do | Fixed profit-sharing,| 10 
| 53 industrials. | 

| Dec., °35 do Do. ; 49 industrials 10 

| Apr 36 | do Flex. ; 20 in initial port- 15 
| folio; over 150 in | 

| alternative list. 























Minimum 
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Open of 

its ’ , > oi 
__ or _ Sub-anit ‘ — Escrow Provision 
Closed Sete 5 | 

Initi ; 
tial quent | 
| | - 
| 
| 
Closed} 20 5 7% Provision made with 
Trustees. 
Closed! 10 5 64% | 
j - | 
Closed 10 5 64% Provision with 
Trustee 
Closed} 100 5 | 5% and 4 of 1°% of | 
| | Value of Trust 
| 
| | 
| | 
Closed} 20 5 | 5% | 
' 
(app.) 
Closed} 20 5 64% | 
| 
Closed! 20 5 5° | ; 
osed | x a la oa One-third of service 
| aPl to cover Trustees’ 
Re- | 20 5 6 and managers’ ex- 

S | o ¢ re? 
opened penses. Managers 
IClosed| 20 = 7% proportion released 
Closed} 20 5 | 7% 

Open] 20 5 7% | 
(approx.) 
Open 50 5 64% and 4% of value Provision made 
of Trust Fund per ann. | 
|Closed | 206 5 |3% and 4% of value do 
| of fund 4 yearly. 
\Closed| 50 10 | 5% and }-yearly charge do 
of %% of value of 
| | fund. 
- an 
| 
| Open 50 5 6° Provision made and 
securities deposited 
| | with Trustee 
| 
Open 50 5 6°% | do. 
| | 
Open} 50 5 | 6% do 
| 
Open 50 5 6% do 
| | | 
|} Open] 50 5 54°, and 4% of market | 1 
value of Fund per | 
| annum. | | 
Open 50 5 54% and 3% of market | do 
value of Fund per | 
} annum 
| | 
Open | 50 5 | 44% of price; and §%, | do 
(a) | of fund 4-yearly to 
| managers & Trustee. 
Open | 50 5 | 5% of price and 4% of | do 
| fund }-yearly 
| 
Closed 50 5 432%, and 4% of fund | 
| per ann 
| 
Close d) 10 | 4 10°) added to cost | Manager have set 
| | | aside funds with 
| | Trustees for Trus- 
| } tees’ fees and future | 
management | 
iClosed lv | do do 
|} Open; 10 do | do 
| | | 
iClosed| 10 4 do do 
| | 
( losed | 10 5 | % added to cost ak 
\Closed| 10 5 do do 
Closed] 10 | 5 | fo a 
| | 
Closed} 10 | 5 | do do 
| | | 
Closed} 10 | 5 | do do 
| 
| 1 
| 10 5 do do 
Closed 20 , 8‘ added to cost do 
( losed | 20 do do 
| Open 25 | 5 Initial service charge of | Managers have _ set 
74% aside funds with 
Trustees for Trustees’ 
fees and future man- 
| agement. 





May 4, 194) § May 











GROUP 











































Distri- ; 
butions |. Other Particulars eed 
—— ee > EYSTON! 
(cont. 
31M 1 keystone CO 

31 May,| Limits: 5% in 

30Nov.| inv.; 24% of any on 
| security. eystone Gc 
15 Jan., 
15 July — 
RITISE 

15 Apr., IPIRE- 

15 Oct SELECTIV 
iSJune,| Limits: 7}% ig any t, Baap. 

15 Dec.) co. ; 74% of capita eit, Emp “| 

of one co. ; 
Note.--Series ‘B’ closed, &.: Cc 
Series ‘C’ has similar ope“ 
_ Panel, rit. Emp. C 
prehensive 
| 1 June, | 
j 1 Dec. 
1 Mar., rit. Emp. F 
1 Sept. Note.—Various linj- Unit. 
tah tations on individyal ive 
: May, holdings and elimip. A 
P ations apply to 
J 15 Moorgate Group, “ 
; — For fuller details se pes 
. Economist Unit Trust 

15 Apr., Survey, May 13 pit. Transp< 

15 Oct. 1939 7 ’ 

1 Feb., — 

1 Aug. 

15 Jun. \PECIALIS 
15 Dec. jubber & Ti 
22 Mar.,| Limits: 5% in any 
22 Sept.| company ; 24% of any 

one issue, 
\15 Jan.,| —— 

15 July — 
10 Mar.,| Reserve sub-units iden- BREWEK 
10 Sept.| tical with income sub- ewery .. 

units for capital, but4 

income put to reserve 

at interest 

—— — PROVED 
SECURITI 





Ins. & 























31 Mar.,| Managers may elimis- , 
31 Sept ate and replace any it, kank S 
| security from alters: 
tive panel of 10 secur- 
| ties Brit. Insur. S 
|30 Jun., do 
\30 Dec 
10 May ; do four-Square 
110 Nov.| 
1/10 Aug..,| do 
10 Feb 
31 Jan.,} Limits : 5% in any 
31 July.) curity; 5% of capita @ 
| of any company Bank, Ins. a 
jl June, | do Fin. Shrs. (2 
1 Dex 
15 May,| Cash Fund. Limit: F ~~ 
15 Nov.| 7$% any co. (a) To BPROVINCI 
| be closed May 15. Pirst Prov. ‘ 
See page 12. 
10 Jun.,| Appropriation _ trust. 
10 Dec. | Distributions limited Bigt Proy, 
to § of -yearly in- 
come. alance Tf TFirt Prov. “« 
served as capital. serves,” 
31 Mar.,| Limits: 5% im any 
30Sept.| sec.; 24% of capital -———— 
of any co. Cash Fund, LOMBAR 
Lombard 
Feb., | Amortisation provision 
Aug. | left to holders’ judg 
ment 
ORTHODO 
| Feb., do tthodox 
Aug 
| Feb , | do 
Aug 
Feb., do 
Aug | 
| 
May, 
Nov. | 
May, 
Nov 
May, | 
Nov. | 
bey Mit. and De 
NOV nsur,-B: 
May, = 
Nov 
May, " ‘. 
| Now hg Cai 
| flan. 
Apr ipate in Us 
. Holders particip4 ; 
Oct. profits, after mana seit, & An 
Jan., ger’s expenses. Secs, 
Jul. : 
» tnvest: 1d Share 
May, | Not over 74% invest ~ 
Nov. ment in any one © 
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GROUP 
lars and Trusts Formed Trustee 
managed 
—— BRYSTONE--; | ace ae 
(cont. 7 - : 
keystone Cons. | Nov., ’37 | Mid. Bk. Ex. 
n an & Trustee 
we eystone Gold | Oct. ’38 | do. 
BRITISH 
EMPIRE— 
SELECTIVE | 
t it, Emp. “A” | Nov., '33| Mid. Bk. Ex. 
iM any & Trustee 
Capital Brit, Emp “* B” | Feb., '34 do. 
Closed, rit, Emp. Cum.| July, ’35| Lloyds Bk. 
Similar | 
rit. Emp. Com-} Oct., °35 do. 
prehensive 
iit. Emp. First | Sept. ,"36 do. 


Unit. 























; limi- 
pm tive “A” | May, ’35| R. Exchange 
y . Ass. 
ne tive‘ B” | May, °35 do. 
a kit. Transport | Mar., '36 do. 
PECIALISED 
jubber & Tin June, ’37| Martins Bk. 
n any 
, of any 
< iden. @ BREWERY 
S iden Haewery June, '37 | Mid. Bk. Ex 
1, but} | & Trustee 
reserve 
—— B PROVED | 
SECURITIES 
Ins. & Fin.| July, 36 | Martins Bk. 
elimin- @ Sbs 
ce any @eit. bank Shs. | Jan., '38| Williams, 
s}terns: Deacon's 
secur @ | _ Bk. 
brit. Insur. Shs. | Jan., '38 | Mid. Bk. Ex. 
& Trustee 
four-Square July, °38} Martins Bk 
| 
any se 
capital @ 
ny Bank, Ins. and | Dec., '38 | do 
Fin, Shrs. (2nd) | 
| 
i ' 
Limit: a ~ 
(a) To BPROVINCIAL 
ay 15. Pirst Prov, A”) Mar., '34 | Mid. Bk. Ex 
ont | & Trustee 
. | 
_ ist Prov. “B" | Nov., '34 | do 
; | 
noe me “Re : 3 | do 
al. sage R Jan., *3¢ 1 
in any 
capital #—_-— 
h Fund. | LOMBARD 
lombard | Mar , 39] Atlas Assur 
ovision 
* judg 
ORTHODOX 
tthodox Apr., ’39 | Mid. Bk. Ex. 
& Trustee 
| | 
‘it, and Dom. | July, '38| Martins Bk 
} Insur,-Bank, 
Trang. Can Nov., '38 do 
Atlan. 
U.S. | Nov., ’38 do 
pate inj 
mana: ay Amer. | July, ’38 do 
invest ld Share ..... Sept., "38 do 
ne 00 
Mmumod it y Dec., ’38 do, 












| Flex.; 








| 


Type and Portfolio 


Fixed; 50 industrials, 
rails, etc. 


Fixed; 16 gold shrs.; 
alternative panel 7. 


Fixed; industrials 


Fixed; industrials 


Fixed; industrials 


Fixed; 150 industrials 


Flex. ; 50 shs. in initial 
portfolio ; over 420 in 
permitted list. 

Fixed; 26 industrials 


Fixed; 26 industrials 


; | 
Flex.; over 160 trans- 


port shs. 


Flex. ; 85 rubber, 20 tin 


85 breweries, 


etc, 


ance, 96 invest. trusts 
Flex.; 14 home banks, 
23 overseas, 3 dis 
count. 
Flex. ; 40 insurance shs. 


Flex. ; Trustee secs. ; 50 
fixed int.; ord. shr 
of 100 cos 


Flex.; 12 


ins., 


banks, 


Fixed; 25 indust. pr 


Fixed; 31 indus., ete. 


Fixed; 51 industrial 


Limited flex. 
vestment 32 indu 


Fixed ; gilt-edged (20% )| 
shrs. | 


debs., pref 
(15%), bank and ins 
(10°), ind. 
gold (10%) 


114 inv. trusts.(c) 





| Flex. ; 12 banks,15 insur-| 


Unit of 


(45%), | 


THE ECONOMIST 


Life 
(yrs.) 


10 


10 


20 
20 
20 


20 


wr 


20 


15-20 


15-20 


Directory 


Flex.; 47 banks, 39 in 
surance 


Fixed; 10 Can. indu 


Fixed; 10 U.S. indus 


Flex.; 26 British, 26 | 


U.S. industrials. 


Flex. ; 37 dividend-pay- | 


ing mines, 10 develop 
ing cos. 


Flex.; 61 base metal 
and other commodity 
shs. 





20 


Open 
or 
iC losed 


Open | 


Open 


Closed 





Closed 
Closed 


Closed | 


Closed 


Closed 


Closed 


Closed 


Open 


Open 








Closed 


| Open | 
| 


| } 
Open 

| 

} 


( Ipen | 


Open 


Clos d} 
Closed 
| | 


Open 


Open 


Open 


Minimum 


Purchase of 
Sub-units 
-,._1| Subse- 
Initial quent 
5 5 
25 5 
! 
! 
| 
| 
5 | 1 
30 l 
20 5 
25 5 
he 
50 | 5 
| 
20 5 
20 5 
30 5 
250 50 
20 5 
i 
i 
50 5 
50 5 
50 5 
50 5 
SO 5 
25 l 
25 1 
r= 1 
100 | 10 
ee 10 





Service Charge 


4% added to cost; #% 
of fund 4-yearly. 


5 one *&% of fund 
}-yearly. 


5 ¢ 
ro 
| eo 
| 
72 
0 
"70 
‘ > 
282%; 2% pa. for 





0 
6 o 


6" 


5%; 4% of Fund p.a. 


5%, and 4% of Fund 
¢-yrly. 


5% on price ; 
fund }-yrly 


e% of 





74% on price. Noann. 
charge 
do 
do, 
| 
do 
| 
| 
6% ; ann. charge $d. per 


unit. 


153%; 
4% for managers and 
Trustee 

| 


64% on price; 4-yearly 
charge 4% for Trus 
tee, expenses, and 
surplus to manager: 


managers & Trustees. | 


4-yearly charge | 


| 
| 





Provision with Trustee 


| 
| 


| Deposited with Trustee 


| 


| 


he Trust 


Escrow Provision 


Included 
charge. 


In service 


do. 


Provision made 
under control 
of Trustees 


seinemepentpenettihnaidaiaiiussinass 


A,ths of initial charge 


One-third service 
charge set aside 
with Trustee. 


th initial charge 


Gilt-edged de 
posited with trustees. 


secs. 


do 


do 


Proportion of service 
charge vested in 
Trustees. 

do 


do 


Provision made 


Pre 


Vision Made 


of Terminated Trusts 


j 
& 
|Termi 


| inated 


| 
| 
| | 
| ao. | 
do | 

| 


do 


do 


| do 


Ww 


5 


wt 


15%; 6% of fund 4 

} yearly 

6°%; ¢-yearly ann 
charge, 4%. 


| do 


| 44% and 4% of fund | $rd of service charge 


+ yrly 


| 5%, and 3% of fund 
| }-yrly. 


do. 


| 
| 





'th initial charge 


Provision made 


do. 


Provision with Trustee 


do 


9 


Survey 


Distri- 


: ( iculars 
ations )ther Particulars 


| June, 


| Dec. 


Feb., 


| Aug. 


1 June, 
1 Dec 

} 1 Mar., 
1 Sept 
| | May, 

1 Nov | 
15 Mar.,| 
15June,| 
15Sept., 
15 Dec. 


| 1 Apr., 
| 1 Oct. 


Limits : 5% in any co.; 
24% of any issue. 


15 May, 
15 Nov.| 


15 Feb., 
15 Aug. 
15 Mar.,| Limits : 5% in any co. ; 
|15Sept.| 24% of any issue. 











Limits : 5% in one co. ; 
80% in rubber; 40% 
in tin, cash and 

trustee secs. excepted 

Cash Fund. 


15 Jan..,| Minimum of 50% in 


15 May, 
15 Nov. 
! 





15 July| brewery shrs.; maxl- 
mum, 5% in any 
security. 

15Feb.,| Limits : 5% in any co. ; 

;15Aug.| 5% of any issue. 
115 Jan.,| Limits: 7$% in co.; 


1/15 July} 5% of any issue. 


}15Apr.,| Limits: 10% at least 
15 Oct.| in Trustee secs.; 74% 
of Fund in one co. 
5% of any issue. 
15 May,| Limits: Trustee secs., 
115 Nov.| 15-80%; fixed int., 
| 10-35% ; equities, 10- 
| 40% ; “* prospect ”’ 
shares, max. 35%. 
Power to reserve earn- 
ings over 3% in any 
| half-year. 
15 Jun.,) To which max. of 5 
15 Dec. | may be added in any 
year. 
| Power to reserve earn 
ings over 24% in any 
| half-year. 
ST na 
| 
20 Feb.,| 
20 Aug. 
16 Dec., 
16 Jun. 
15 Mar.,| (a) Prior termination if 








15Sep. | number of sub-units 

| falls below 100,000. 

l Apr., Cash Fund Operation 
1 Oct. | Annual general meeting 


| of sub-unit holders. 
| Max. 74% in any co. ; 
5% of any share. 





lis Apr.,| Cash Fund Operation 
115 Oct. Holding in any se 
| limited to 2$% of 


Trust and 5% of issue. 
Proportions in each 
class fixed; variable 
within each class. 


| | 
Pa 








| 1 Apr.,| Managers could ter- 
1 Oct.| minate after one year 
if less than 200,000 
units outstanding 
1 Jun., do. 
1 Dec. 
1 Jun., do. 
1 Dec 
| 15Mar.,| Cash Fund. 50% mini 
15Sept.| mum British secs. and 
cash. 
}28Feb.,| Cash Fund. Limits: 
31 Aug.| 20% in developing 
cos.; 74% in any co. ; 
5% of any issue. 
|31 Jan., ‘ 
| 31 July 
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Survey 


IN previous Unit Trust Surveys* we examined the price 
performance of a number of unit trusts. For this year’s 
Survey an investigation has been made into the other in- 
vestment aspects of unit trusts—their record as producers 
of income. The first step is to set out the object and 
method of the enquiry. 

With only one exception, unit trusts in this country make 
payments to certificate holders at half-yearly intervals. 
These payments are composed mainly of the net amount 
of dividends received on the underlying securities, but they 
may include also items of a capital nature arising from 
the sale of rights or bonus shares, the return of capital 
from companies in the portfolio or the proceeds of sale 
of any shares which it has been decided to eliminate from 
the trust. The treatment of these capital items varies 
widely among different trusts. The total amount returned 
in this way to date ranges from nothing for fully cumula- 
tive trusts to as much as 15 per cent. of the initial 
price of the sub-units of one trust. But such items are 
not income, and must therefore be excluded from the 
distribution in assessing true income. Further, the in- 
vestigation must be based on gross income rather than 
net income, for the latter may be affected from year to 
year by changes in the rate of income tax. In this respect, 
there is a slight lack of uniformity among the available 
figures which, however, does not materially affect the 
results. 

Gross income—the subject of our investigation—is ex- 
pressed in pence per sub-unit. Hence, an index number has 
been constructed for each trust, with the income paid in 
the calendar year 1937 as the base (= 100). This admit- 
tedly precludes a broad comparison of rates of return 
on different trusts. But in any event, such comparison is 
' difficult, since it must take account of any differences in 
the status of the trusts—it would be wrong, for instance, 
to compare the yield on a closed trust with the yield on 
an open trust—and in the manner of charging manage- 
ment expenses. 

The investigation has perforce been restricted, in the 
main, to the older trusts, though, to give an account of 
flexible trusts, certain trusts formed in 1936 have been 
included. In some cases the period covered includes a 
trust’s first distribution period, which seldom covers 
exactly a half-year’s income; it follows that where an 
index figure has been calculated from the first two distri- 
butions of a trust, it may not be entirely reliable. In the 
table below the index for British General “ A” in 1935, 
for instance, covers only 22 weeks. Each figure which is 
affected in this way is marked with an asterisk. Fortu- 
nately, only two of the trusts examined are so affected in 
the base year 1937. 

There is the further possibility that the sum of two 
distributions may not correspond exactly with one year’s 
dividends on the underlying securities. In many trusts this 
may happen as a result of an alteration in the date of pay- 
ment of certain dividends, and it is specially significant just 
now, as some dividends were delayed at the outbreak of 
war. In the table the index for Fourth British Fixed Trust 
shows a sharp fall from 98.5 in 1938 to 79.2 in 1939, re- 
sulting in part from such delays, and a substantial increase 
in the May, 1940, payment shows that delayed dividends 
have subsequently been received. The same is true of 
National D. In order to give as up-to-date a picture as 
possible, we have therefore computed an index figure 
based on the last two distributions when one was made 
in 1939 and one in 1940. 

The thirty-three trusts covered by the inquiry have been 
grouped according to whether they are fixed or flexible, 
and whether they have a general or specialised portfolio. 
Thus there are four groups. Most of the eighteen trusts 
in the first and largest group—general fixed trusts—were 
formed before the end of 1934, that is to say, before the 


| * March"28,"1938, page 21; May 13, 1939, page 31. 
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movement reached the period of largest and most com. 
petitive sales. The yield of a trust was, from the very be- 
ginning, a selling point of value, but it had hardly then 
become the subject of the fierce competition which de. 
veloped in 1935 and 1936. There is, nevertheless, con- 
firmation in the record of those early trusts, and more 
clearly in that of later ones, that yield is generally a good 
index of risk. Four years ago} we gave a table of yields at 
the end of 1935, arranging the trusts in the order of their 
formation, an arrangement which showed Clearly the 
growth in the importance of yield as a selling point. Omit. 
ting trusts in gold-mining shares, the earliest trust formed 
showing an average yield as high as 5 per cent. on its 
underlying securities was First Provincial B (November, 
1934) and Security First (July, 1935) was the earliest 
formed with securities averaging 5.2 per cent. At that 
time we wrote: “ Where yields of 5 per cent. or more 
are shown (except in special instances like the gold share 
trusts) the question arises whether a significant proportion 
of ‘ gingering’ has not been introduced into the holding.” 
The table suggests that this caveat regarding high yields in 
general, entered in 1936, has been fully justified in the 
succeeding four years. By contrast, the specialised fixed 
trusts show appreciable income stability. 


INDEX OF UNIT TRUST DISTRIBUTIONS, 1937 = 100 


Trust and Distribution 














2g «1939. 
Dates. 1935 1936 1937 1938 1939 40+ 
General Fixed Trusts :— | | | 
gS rT JD | 82-1 | 89:8 | 100 |107°9 | 97-2]... 
Second ,, seasccecsseccee Da | BO°S | 939°O | 100 | 96-7 | 87°01 Re 
RE ge tcc ce cecccnes FA | 81-0 | 87-7 100 |107-9 |100-6 | 94:0 
Fourth ,, Guat wees MN | 90-1 | 95-0 | 100 | 98-5 | 79-2 | 87:1 
British Industries, Ist ... MS | 91:2 | 98-6 100 | 98:5 | 89:5 | 79-7 
9 9 2nd... JD | 94°6*| 91:7] 100 | 93-4 | 89-5] ... 
British Empire A........... JD | 87-7 | 94-8 | 100 {114-0 |101-2] ... 
es —gee yaeeien MS | 86-7 | 91-6 | 100 |100-8 | 99-3 | 98-7 
British General A ......... JJ 60°4*| 92-4 100 [108-3 | 98-4 | 92:7 
Investors General ......... JD | 85-7 | 89-0 | 100 | 92:6 | 88-6] ... 
National A _........ MN | 93:0 | 98:6 | 100 | 98:9 | 92:4] ... 
a eee FA | 88-4 | 94:8 | 100 |112-3 | 99-1 | 96-1 
ss Ewen os JJ | 77-8*| 94-5 | 100 |106-9 | 81-1 | 83:1 
Amalgamated .. cae AO | 97:0 | 97:8 | 100 | 98:3 | 97-5 as 
Commercial ................ JD | 84°8 | 86-4 100 | 88:3 | 75:7 oi 
Universal .................. AO |101-0*} 95:2 | 100 | 96-2 | 84:0 | 748 
First Provincial B .... JD |106-6*/109-2 | 100 | 97-6 | 83:5) ... 
Security First .... FA ; 84 | 100 | 90:3 | 78:0 | 68:5 
i 
Specialised Fixed Trusts :-— } | 
Gold Producers, Ist .. FA | 92:0 | 99:7 | 100 | 97-0 |101-0 |102°3 
= - 2nd ... FA | 95-2 |101°8 | 100 93-9 | 96:4} 97-1 
Investors Gas and Electric MN | 92:9 | 96°7 | 100 |100°9 |100°3 ait 
General Flexible Trusts :-— 
Limited Investment Fund 2a ro 100 {113-7 |102-0 |101-7 
Midland & Sthn. Inv. Fd. MN | 100 |113-3 {112-6 |115°8 
Scottish & N. Country Inv. | 
aks eating ekaud MS | | 100 {121-3 |120°3 1123°5 
Domestic Inv. Trust ..... FA : 100* | 88-4 | 68-9 | 61°7 
Producers Inv. Trust ...... MN + | 100 | 96:4] 88:5] .. 
i 
Specialised Flexible Trusts :— | | 
Electrical Industries ...... ian + | 100 |104-8 | 99-3 | 96-9 
Trust of British Transport MS | .. 100 | 89-4 | 75:5 | 78°6 
Trust of Insurance Shares JJ |106-0*,105:2 | 100 | 99-5 | 99-7 | 98:8 
Trust of Bank & Ins. Shrs. AO ... |107-9*| 100 |100-3 |102-3 |104°3 
Trust of Bank Shares ...... MS | ... |... | 100 [105-6 |101-9 100°7 
Bank Ins. & Fin. Shares | | 
NEE ctikcuncbsns eee +f we | see | 100*] 86-3 | 78-1 | 740 
Foreign Govt. Bond Trust AO | 91-2 | 85-1 | 100 | 90-1 | 88-6 | 81-6 
| | | | 


* Distributions include income arising from broken period. + Index numbers 


based on last distribution of 1939 and first of 1940. 


The group of general flexible trusts is probably the 
most interesting of all, though it is not very well repre- 
sented, since few trusts of this type were formed befort 
1936. These figures give the results obtained to date by 
the managers of two of the most important groups of 
flexible trusts of a general investment character. The 
Municipal and General group, represented by the Limited 
Investment Fund and the twin regional funds (the Mid- 
land and Southern and the Scottish and North Country) 
show the best income trends of all the trusts examined. 
They may be compared with the results of the Domesti¢ 
and the Producers trusts, the high initial returns on which 
have not been maintained. The following table shows the 


+ Unit Trust Survey, March 7, 1936, page 34. 
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ENTURY 


FIXED TRUST 


Certificates 








Sponsored by the “ National” Group of unit trusts, which is by far the largest 
unit trust organisation in this country, Century Fixed Trust Certificates provide 
a complete investment programme in a single investment. 


Your funds are spread over a list of 


100 First-Class Securities 


chosen for their 
Steady Dividend Record 
Vast Earning Power 
Great Financial Strength 
Easy Marketability 


Through the wide “ spread ” the safety margin is greatly strengthened, and security 
is combined with an attractive income yield. 


THE YIELD 


at the current price of sub-units, and on the basis of the income actually paid to 
certificate holders in the past year was : 


£5 : 12s. : 5d. per cent. 
gross, from cash dividends, plus 


£ =: Os. : Od. per cent. 


net, from sales of bonus shares, etc. 
‘Trustees: Midland Bank Executor & Trustee Co. T.td. 


For free Booklet, “ Century,” on which all transactions are based, apply to any branch of 
the Midland Bank Limited, or any Stockbroker or write direct to 


National Fixed Investment Trust Ltd. 


125, Pall Mall, London, S.W.1. 
Telephone: Whitehall 4884. 


Member of the Unit ‘Trusts Association. 
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return on an investment made at the end of 1936 in each 
of these five flexible trusts: — 
COMPARISON OF FIvE GENERAL FLEXIBLE TRUSTS 


1 


| | Gross return on price at 
Dec, 31, 1936 Price, 





Price, Ze 
| Dec. 31, aad April 23, Meenas 
1936 | a 


1939- Price 
1937 1938 1939 “"g5 








° ° © } ° 
/ ° ° 


Limited Inv. Fund |24/9-25/3| 3-34 | 3-80 | 3-40 | 3-40 | 16/--16/9 |—34°5 
Midland & Southern |22/6-23/ 3-64 | 4:12 | 4°10 | 4°21 | 16/9-17/6 |-—-24-7 
Scottish and North | 

SE. acssnnond 23/—23/6| 3-16 3-83 | 3-80 | 3-90 16/6 bid 28:3 
Domestic Inv. Trust | 9/9-10/3} 5-34 | 4°72 | 3°68 | 3-29 |5/4lo-5/1019| — 43-7 
Producers Inv. Tst. |11/-—-11/3] 4:75 | 4.58 | 4°20 oe 6/3-7/- 40-4 


In examining these calculations, the reader may recall 
that The Economist’s 1938 survey discussed the nature of 
a “true” yield on a flexible trust as distinct from 
the distributions made by a given trust. That dis- 
tinction can now be put in historical perspective. 

Finally, there is the group of specialised flexible trusts. 
In this field also there are strong contrasts between dif- 
ferent managements with similar investment interests. For 
example, the trusts in the Trust of Insurance Shares group 


Termination or 


DuRING the past year, five unit trusts have been termi- 
nated. In assessing the significance of this fact it is im- 
portant from the outset to distinguish between termination 
and closure. Managers may close a trust, after it has been 
open for some time, by ceasing to create new units and by 
lowering the price from an open basis to a closed basis. 
This is a familiar technique. But, when a trust is closed, it 
remains in being; the price of the sub-units is put on a bid 
or liquidation basis, corresponding to the amount which 
can be realised for the underlying securities comprised in 
the units. The managers’ dealing policies vary widely 
among the closed trusts. Some managers maintain a 
two-way market in closed units based on the bid price, 
while others unwind any units which are sold back to 
them. 

Termination, however, is entirely different. Under 
powers contained in their trust deeds, which in one case 
at least date back to April, 1934, many managers have 
reserved the right to liquidate a trust if the number of 
units in issue falls below a specified figure. Such powers 
provide a safeguard for the managers. The small trust is an 
uneconomic trust, and managers encumbered with such a 
trust for as long as twenty years would suffer appreciable 
loss. The average charge for unit trusts assumes a con- 
siderably greater volume of sales of units than the mini- 
mum figures which govern the termination powers. As a 
very rough guide, it is probable that sales of half or three- 
quarters of a million units are required if a trust is to pay 
its way. But the typical termination clause provides for 
a minimum of, say, 250,000 units. In other words, between 
this minimum and the volume of sales which would be 
required even to cover expenses on the working of a 
trust, there is in probably every case a wide margin in 
respect of which the managers are “on risk.” So long 
as the unit trust holder is correctly informed at the time 
of purchase that powers of termination are available to 
the managers and that the expected life of the trust may 
accordingly be reduced if the powers are exercised, he has 
no ground, in principle, for complaint. But the purchaser 
necessarily undertakes two risks in this respect. First, he 
pays an initial service charge which will normally be lost 
on termination (Orthodox is an exception in this respect). 
Secondly, he must risk the possibility, if the trust is termi- 
nated, of receiving no more than the liquidation value of 
the units, compared with their replacement value when 
they were purchased. 

Of the trusts terminated during the past year, British 
and Dominion Insurance-Bank was formed in July, 1938, 
and Trans-Atlantic (Canadian and United States) Trusts 
in November, 1938. In these cases the managers had 
power to terminate after one year if less than 200,000 
units were outstanding. Three other terminations have 


have maintained their distributions very satisfactorily, by 
the record of Bank Insurance and Financial Shares Tryg 
shows a downward trend. The details of the comparison 
are as follows: — 


COMPARISON OF FOUR SPECIALISED FLEXIBLE Trusts 
| | 


Gross return on price at 











Price, Dec. 31, 1936 Price, % 
Dec. 31, | oe April 23, |Shange 
| 1936 = 1940 in 
1937 | 1938 | 1939 1939- Price 
| | 40 
Trust of Insurance % % % %o 
TED - snanstéienne 23/3-24/3| 2:98 | 2:97 | 2:98 | 2:95 | 16/3- 
Trust of Bank and obs |-ae 
3 _ Insurance aanehieds 21/—22/-| 3:40 | 3:41 | 3-48 | 3:55 | 15/6-16/9 | 25-0 
Trust of Bank Shs. |19/9-20/9, 3-55 | 3-75 | 3-62 | 3-57 | 15/6-16/9 20-4 
Bank Insurance and 
Financial Shares |18/6-19/6) 4-48 | 3-86 | 3:50 | 3-31 | 10/9-11/9 |~ 49.8 








The unit trust movement in Britain is now in its tenth 
year. On questions of yield it has had to face an amoynt of 
criticism, much of which has been justified. There is reason 
to-day for hoping that the movement increasingly realises 
that investors do not credit a unit trust with a magic 
capable of producing a return of 6 per cent. from securi- 
ties which themselves yield an average of 5 per cent. 


Consolidation ? 


been effected in the case of trusts formerly in the British 
General group. Of these, the Commodity Share Trust 
and British and American Securities Trust were liqui- 
dated on January 31st and March 15th last, respec: 
tively, and the trust deeds provided for termination 
after one year from the date of the deeds, if the units 
outstanding fell below 250,000. In these two cases, 
at least, details of the powers of termination were, 
unfortunately, not given in the booklets, and it is question- 
able whether any holder had read the full terms as set 
out in the trust deeds. The Gold Share Trust formed in 
September, 1938, completes the list of terminations during 
the past year, though it is understood that the American 
Industries Trust (Allied Group) will be added to their 
number on May 15th next. 

Two general points can be made regarding termination. 
Since powers to terminate are, in the nature of things, 
likely to be exercised when the security markets are in 
poor health and sales are sub-normal, the holder is likely 
to be turned out of his security at an unfavourable time. 
Secondly, the cost of termination to the unit holder is s0 
high that it should be avoided as far as possible. The 
managers of American Industries Trust have shown the 
way in this respect. On March 18th, after the first re- 
quisitioning of dollar securities had reduced the security 
holdings of the trust from nearly 100 per cent. to something 
like 67 per cent., leaving an abnormal balance of 33 per 
cent. in cash, they offered holders the opportunity to sell 
back their units to the managers and to purchase in ex 
change units of the Cumulative Investment Trust—a 
flexible unit in British, as compared with American, in- 
dustrials. The relative prices of the two units at that date 
was 19s. 6d. bid for American Industries and 17s. 6d. for 
Cumulative, and the managers offered to forego their initial 
service charge on the latter to the extent of 9d. per unit. 
With the second requisitioning of dollar securities, it is 
possible that the proportion of cash now remaining in the 
fund has risen to about 60 per cent., and it is understood 
that the managers are contemplating a further offer to 
remaining holders of the American Industries units. 

Assuming that the price basis is fair—as it appears to be 
in this case—the offer of conversion into another trust, 
is clearly preferable to outright liquidation. There are 
probably several trusts which could at present exercise 
powers of termination. It may be difficult to consolidate 4 
relatively unsuccessful trust with a specialised portfolio 
with a more successful general trust. Again, when the 
majority of trusts in one group have been relatively unsuc- 
cessful the managers will usually lack the opportunity 1 
consolidate. But terminations are not a good advertisement 
for the movement, nor a good investment for the unit 
holder. 
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iqui- | THE PLAN War is accepted as a great test of the safety of 
, ‘ ° tT £ ic i 6s - 
pec: | The Orthodox Unit Trust was created exactly a amy a. avestmnane plan. . Orthodox 
ation | | year ago to combine if possible a steady 5 per Investment-Units ” had been in existence only 
units | cent. yield with the utmost security of capital five months when war broke out. Now, after 
asts, against loss. In the opinion of the Managers this twelve months two dividends have been paid, 
vere, result was most likely to be achieved if the Trust the first at a rate of £5 6s. 10d. per cont. om the 
Hon- adopted the principle of “* orthodox investment.” issue price, the second at the rate of £5 os Od. 
} Set Orthodox Investment is a matter of placing— per cent. And the present price of the Units 
d ” in substantial proportions—part of one’s capital (7s. 9d. x.d.) shows a capital appreciation of 
ring in Gilt-Edged Securities, part in Debentures and 10.7 oe over the initial price (7s.) on the 
- Preference shares, and part in “ Equities,” this 14th April, 1939. This means, as the above chart 
a last part to be well divided over the chief types, strikingly shows, that for erg pen and 
; which to-day are (1) Bank and Insurance Shares, oui of ee over the last 12 months, the 
— (2) Industrial Ordinary Shares, and (3) Gold ( rthodox Unit Trust created a record among 
ing®, Shares. This has been the established practice investments generally. 
‘i i of the soundest authorities—in other words the COMPARE IT WITH OTHER TRUSTS 
ney ‘“* Orthodox”? way to invest—for generations. In particular, this capital performance is definitely 
me The Managers further decided from their ex- superior to that of most if not all the Investment 
The perience and judgment what proportion of the Trusts quoted on the London Stock Exchange. 
Trust should be invested in each of these types. As regards Unit Trusts, most of them show 
the = : ype , 8 ; ; 
a. Ihese proportions were fixed. Moreover, in investors to-day a loss on their Units compared 
ony order to perfect the “ balance ”’ of the investment with quotations ruling when Orthodox made its 
hin they gave due weight to important sub-types of appearance in Mid-April, 1939. By striking 
. : securities. (To understand this properly, it is contrast an original holding worth £100 in the 
ei essential to see the chart of the portfolio in the Orthodox Unit Trust has risen to be worth 
e Booklet which is obtainable free by writing to approximately £111 now. None of the other 
ais the Managers.) They selected 300 securities open Unit Trusts can show such great safety and 
ine and arranged them in a specially created system growth of capital over the same gravely difficult 
a of thirteen Separate Trusts within one Master year. It must not be supposed that this is 
for Trust known as the Orthodox Unit Trust. The because Orthodox commenced at a time favour- 
vitial purpose was to give scope for skilful management able to the comparison. The comparison would 
unit and yet to let the investor see exactly where and hold good even if all the other Unit Trusts had 
ie . how his money was invested. opened at the same time as Orthodox. 
1 & THE TRUST IS OF THE HIGHEST STANDARD 
. 1. It is a ‘“‘Cash Fund” trust, preventing profits to | true price applying without limit to any quantity 
or 10 the Managers on purchase and sale of securities. of units that may be offered for realisation. 
2. The yield is assessed by auditors, preventing arti oO 6. The Trust has the longest unexpired life of all the 
be ficial , effects from buying securities ‘‘cum”’ or Unit Trusts—24 years, an important consideration 
to ex "’ dividend. 7 F 7. Its Management Company is the first to have a 
trust, 3. The price of units is certified daily by a Member of oO Board of Directors with a strong representation 
. are the Stock Exchange, London. . from the Investment Trust world. 
a 4. The buying and selling prices are both free of approx, gross yield 8. It claims to be the first Unit Trust adequately to 
cise commission and stamp duty. reconcile and combine the merits of both fixity and 
ate 4 5. The re-purchase price as quoted in the press is a flexibility. 
folio 
th ORTHODOX UNIT TRUST 
nsuc- 
ty 10 TRUSTEES: MIDLAND BANK EXECUTOR AND TRUSTEE Co., LTD. MANAGERS: ORTHODOX UNIT TRUsTs, LTD. 
ment DIRECTORS: The Hon. J. M. BALFouR, 0.B.E. (Chairman). Sir JOHN N. BARRAN, Bart. 
unit The EARL OF DALHOUSIB. Ivon Purpps, Ph.D. (Managing Director). 


15 GEORGE STREET, LONDON, E.C.4 


NOTE.—Trusts of chiefly gold shares are excluded from the comparisons above. 
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Towards Stronger Management 


JusT over nine years ago, the first unit trust was intro- 
duced to investors in this country. Those nine years can 
be divided into roughly three phases. The first three and 
a half years were required to establish the claims of the 
movement to the serious attention of the small investor. 
The following three or four years saw its most rapid 
development, in which new trusts appeared almost at 
weekly intervals, and new groups hit the trail which had 
been opened up by the pioneers in the earlier period. This 
middle phase was one of acute competition; selling features 
were elevated as investment canons; yield figures were 
advertised which attracted the small investor but which 
caused serious misgiving in more informed investment 
circles. Business was abundant, and management appeared 
to offer quick profits and handsome returns. 

During the past two or three years, however, the rate 
of growth has shown a natural decline, followed by an 
abrupt slump. The hard realities and the serious responsi- 
bilities of unit trust management are now becoming 
apparent. Some of the movement’s camp followers have 
departed. Six trusts have been terminated under miaimum 
subscription provisions. What of the remainder? What 
form is consolidation to take, after a period of vigorous— 
even extravagant—growth? 

It should be self-evident that, in the consolidation phase, 
the objective should be to protect the investors’ interests 
to the maximum extent, if the unit trust movement is to 
survive as a respected investment service. Unit trust man- 
agements have undertaken to manage investors’ funds for 
periods of twenty years or more. That is their first job. 
and no current difficulties or hardships should be allowed 
to obscure that central fact. If there are any management 
groups which entered the movement on the optimistic 
assumption that the continued influx of new business would 
enable them to reap continuous profits for a period of 
twenty years or more, they are doubtless feeling chastened. 
And it would be idle to blame political crises and war 
itself for a fact which was obvious even during the period 
of most active unit trust formation—that the pace of 
growth was too rapid to provide an adequate current re- 
turn on new investment in unit trust management and at 
the same time to allow sufficient provision for the future 
management of new trusts throughout their full life. 

To-day, unit trust groups may be divided into three 


broad categories. There are two groups of outstanding size, 


and three in what may be called the middle range. The 
remainder have achieved a satisfactory but more moderate 
volume of sales in some cases, while others are quite small. 
In part, but by no means gntirely, the present size oi 
management groups reflects the date of their entry into 
the movement, though size does not depend, in every case, 
upon the number of trusts managed by a given group. The 
very differences which exist to-day between the various 
groups are an index of the prolific growth of the move- 
ment in happier years. But these differences make it the 
more difficult to discern any lines of common action which 
the movement might adopt to meet the difficult period 
which appears to lie ahead. 

It is sometimes asserted that the solution of these diffi- 
culties, and the formation of lines of common policy within 
a competitive framework, lies in the amalgamation of man- 
agement companies. Something has indeed been done in 
this direction. The National group, for instance, acquired 
the issued capital of Protected Fixed Trusts, Limited, and 
assumed the management of its three trusts, more than a 
year ago. But the root difficulty in absorptions of this type 
is to value the new asset acquired by the purchasing com- 
pany. The capital of unit trust management companies is 
largely composed of a goodwill element, expended in the 
formation of new trusts. For that reason, a management 
company which is for sale is not likely to be worth a high 
price, except on two assumptions: firstly, that it brings 
with it substantial escrow funds to provide for the future 
management of the trusts under its control; and, secondly, 
that it has reasonable expectations of future income from 
regular annual or semi-annual service charges. If its trusts 
have enjoyed only a limited success, these two conditions 
are unlikely to be fulfilled. There will, therefore, be little 


incentive for a well-established group to take them over, 
even though it can expect to run the trusts very econo- 
mically, if it has a large organisation. 

The minimum management costs are usually estimated 
per distribution warrant prepared and posted to unit 
holders. Experts disagree in detail regarding the amount 
which each warrant costs, but there is good authority for 
the estimate that it lies between 1s. and 1s. 3d. per holder, 
In other words, the routine issue of two distributions each 
year may cost up to 2s. 6d. per account—an amount which 
may more than absorb any annual service charge paid by 
small holders. ‘The latter is frequently one-eighth of one per 
cent., and hence is less than 2s. 6d. annually for a holding 
of 100 units priced below {1. In this connection, it may 
be recalled that a special investigation into unit trust 
holdings in our 1938 Survey showed that up to 70 per 
cent. of the total number of holders held less than 200 
units in a number of leading trusts. Moreover, some part 
of the charge is often payable to the trustee. Hence, there 
is little opportunity for obtaining any profit from acquir- 
ing the management of less successful trusts. It is 
even questionable whether, in general, they pay their 
way. 

Hence, the consolidation of management companies, 
advantageous though it may be on general grounds, may 
frequently lack any economic basis to become effective, 
It is probable, for example, that the National group (whose 
total sales have been reported to exceed {23 millions and 
whose organisation is, therefore, among the largest in the 
movement) would claim little monetary advantage from 
its acquisition of the Protected trusts, while the British 
General trusts, which were taken over last year, are under- 
stood to involve a liability upon members of the Unit 
Trusts Association. The logical solution is clear. A man- 
agement which wishes to divest itself of the responsibility 
of continuing to operate the trusts under its charge should 
be prepared to pay, if necessary, for the relief from future 
liability. If such cases should occur in the future, the 
logical solution may, in fact, become the practical solution. 
The value of management capital depends almost entirely 
upon expectations of future income. If, instead, future 
liabilities exist, that capital value becomes negative. 

But there is another interesting development during the 
past year, which would be even more clearly illustrated if 
space permitted the reproduction of up-to-date particulars 
of management companies, on the lines of the table on 
page 32 of last year’s Survey. Mr Denys Lowson, formerly 
associated with the Fifteen Moorgate group, was appointed 
chairman of Proved Securities, Limited, more than a year 
ago, and has since joined the boards of Domestic Trust 
Managers, Limited, and Brewery Trust Managers, Limited. 
These three companies are now associated, and their 
joint operation in routine work is doubtless providing 
economies. In addition, Mr Lowson has more recently 
joined the board of Allied Investors Fixed Trusts, Limited, 
and within the last few weeks has become a director of 
National Group of Fixed Trusts, Limited, while Sir 
Arthur Griffith-Boscawen, the chairman of the last-named 
company, now has a seat on the board of Domestic Trust 
Managers, Limited. These changes in directorates suggest 
the possibility of closer business links between an important 
sector of the unit trust movement. 

Consolidation, however, will be a slow process at best, 
for even in difficult times groups will naturally strive to 
preserve their individuality. But the present phase of unit 
trust business will at least bring home one lesson—that 
unit trust management, however attractive it may look on 
a short view when business is active and units “ sell them- 
selves,” is in reality a serious and risky enterprise when 
viewed in its proper context of providing the investor with 
a twenty-year service. If and when another progressive 
phase opens out for the movement, it may be hoped that 
this lesson will be applied, by fixing adequate service 
charges without dependence upon adventitious profits; by 
the provision, and disclosure, of adequate escrow funds 
as units are sold; and by sober estimates of the responsi- 
bilities of unit trust management over the vicissitudes 
the following decades. 








